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KEY ECONOMIC INDICATORS: BOLIVIA 


All Values in Million US$ Exchange Rate as ae grees 
Unless Otherwise Stated US$1.00 = $b. 12.0 & 
Average 
Cumulative Annual 
Cumulative % Change % Change 
ITEM 1970 1971 1972/71 1971-72 
INCOME, PRODUCTION, EMPLOYMENT 
GDP at Current Prices 1007P 1095? 1234¢ 12.7 7.0 
GDP at Constant Prices (1968) 934 969P 1037° 7.0 5.4 
Per Capita GDP, Current Prices 216? 229P 252° 10.0 8.0 
Gross Fixed Investment 139? 160P 185° 15.6 15.4 
Indices: 1968 = 100 (end year) 
Industrial Production (end year) 114 117 122° 4.3 3.5 
Avg. Labor Productivity (unofficial) 110 119 112° -5.9 1.2 
Avg. Industrial Wage (unofficial) 106 107 107° ° 0.9 
Employment (000 persons) 18h8° 1779° 2023 ¢ 13.7 5.0 
Avg. Unemployment Rate - % (unofficial) 20° 25° 18° -28.0 -1.5 
MONEY AND PRICES 
Money Supply (end year) 126 142 148 June 21.0 16.9 
External Debt (end year) 52h 602 647° 75 11.2 
Interest Rates (Banks) b/ 15% 15% 15% - - 
Indices: 1966 = 100 
Retail Sales (1966) (year average) 
(La Paz only) 124.5 129.1 132.1 June 3.0 34 


BALANCE OF PAYMENTS AND TRADE 


Gold & F/X Reserves (end year) 36.2 33-9 24.0 Sept. -31.1 -18.7 
Balance of Payments 3.2 -4.8 -13.1° - ~ 
Balance of Trade (FOB) 33-2 -1.7 18.6© 109.1 2.0 
Exports, FOB 196.9 190.0 205.5© 8.2 263 

U.S. Share 7Th.5 59.1P NA NA NA 
Imports, CIF 158.5 171.3?  186.4° 8.8 8.4 

U.S. Share 49,2 53.2P NA NA NA 
NOTES: 


e = estimates for calendar year 
p = preliminary 


a/ This is a convenience rate for statistical purposes. The actual official buying 
rate is $b. 11.875; the selling rate to the public sector, commercial banks and 
exchange houses is $b. 12.075 and the selling rate to the private sector is 
$b. 12.112. 


b/ There is a 9% tax on commercial loans and loans to private individuals. Certain 
loans for investment that draw upon special Central Bank funds are made at 12%. 





BOLIVIA 


SUMMARY 


Having enjoyed now more than a year of political stability, 

the Bolivian economy shows encouraging signs of improvement, 
marked by slightly higher prices for ore exports than in 

1971, continued inflow of bilateral andi multilateral 
assistance and increasing local private investment. Foreign 
investment could become significant again if the state petroleum 
corporation's hopes of signing exploration and development 
contracts with several interested foreign companies are realized. 
Special strength is seen in Santa Cruz petroleum and natural gas 
exports and in the same area's agricultural production. A 
notable weakness is the increasingly serious Treasury deficit. 
Imports of goods and services are expected to rise more 

rapidly than exports in 1972 and foreign debt service will 

also be at higher levels in 1972 and 1973 than in the recent 
past. Consumer spending should continue to grow, with continu- 
ing economic recovery, rapidly rising money supply and increas- 
ing participation of marginal groups in the money economy. 

These trends are likely to be reflected in rising prices and 
imports. Public sector spending, especially in infrastructure, 
construction, and tourism projects is expected to continue as 
the most visable type of investment. In this context, U.S. 
exporters will find selective but significant opportunities as 
described in this report. U.S. investors will find an improved 
business climate for those willing to enter into contractual 
production-sharing relationships or enterprises in which U.S. 
equity is not overwhelming. 








Current Economic Situation and Trends 


Although unsupported estimates of the unemployment plus 
underemployment rate range as high as 50% of the work 
force, the unemployment rate probably has declined over 

the past year and pressures on wage and price levels 

seem to be increasing. Money supply at the disposition 

of consumers has been rising at an annual rate of 21% 
during the past year, largely due to deficit financing 

of the Government's budget by the Central Bank. Net 
Central Bank credit to the Government appears to be well 

on the way to exceeding the 350 million Bolivian peso 

level implicit in the Government's revised 1972 budget. 
Even this level (nearly 19% of projected expenditures) 
would put considerable pressure on prices and demand for 
foreign exchange. The unofficial "grey-market" rate is 

now over 15 pesos to the dollar (in contrast to the 
official exchange buying rate of 12.12 pesos to the dollar), 
apparently in response to the domestic deficit, to increas- 
ing de facto exchange controls and to cross-rates available 
in Chilean, Argentine, and Peruvian currencies. While the 
unofficial exchange market is not broad, it is one more 
indication that fiscal problems must be corrected soon. 
Corrective action could dampen import demand at least 
temporarily. Business activity, within the Bolivian 
context, should continue brisk. Long-term exchange controls 
or increasing difficulties in obtaining foreign currencies 
to make payments abroad are not considered likely at this 
time. 


The Bolivian Government is seeking bi-lateral and multi- 
lateral assistance loans on the order of US$ 250 million 
for infrastructure and industrial projects, both large and 
small. It is highly improbable that all of this amount 
will actually be disbursed (and thus available for purchas- 
ing) over the next few years, but in an economy the size of 
Bolivia's asubstantial fraction of the above amount would 
have a very strong impact. 


Known commitments by private Bolivians to invest, as of 
this writing, total nearly US$ 40 million and are expected 
to rise to about US$ 60 million by the end of the year. 


This development, in a US$ 1 billion GDP economy, is having 
a dramatically encouraging effect on the private sector in 


general. Projects range from hotels to Christmas tree 
factories, bicycle and battery factories to tea bag 
plants; amounts to be invested range from US$ 6 million 
for a hotel to US$ 12,000 for a pilot plant to prefabri- 
cate housing. A fair portion of these funds are already 
being spent. Foreign investors are beginning to show 
renewed interest in Bolivian opportunities, especially 
in petroleum and mining. It seems probable, however, 
that most of the foreign interest will take the form of 
operating and service contracts or of investments in 
mixed enterprises. 


Renewed investment interest in Bolivia is a result of 
more than one year of political and social stability 
and growing evidence that the Bolivian Government is 
seriously interested in stimulating private investment. 
Among the accumulated evidence to date is a new Invest- 
ment Law, which offers generous tax exemptions, and the 
new Hydrocarbons Law which spells out the basis upon 
which private firms may enter into operating and/or 
service contracts, in lieu of traditional concessions 
with the state petroleum enterprise, YPFB. Both laws 
explicity state they apply equally to Bolivian and 
foreign firms. The Government is also becoming more 
active in sending missions abroad to try to attract 
foreign investment. 


Implications for U.S. Business 


Although Bolivia presently buys from the U.S. about 

40% of its imports, which are expected to exceed USS 200 
million in 1972, aggressive American suppliers of mining 
and petroleum machinery, agricultural and television 
equipment, pharmaceuticals, luxury foodstuffs and the 
complete range of consumers goods should be able to 
increase sales, despite strong competition from Japan, 
Germany, and increasingly Argentina, Brazil, and the 
Andean Pact countries. 


Bolivian state enterprises continue to consider and make 
preliminary arrangements for some rather extensive invest- 
ment programs for new mines, refineries, modernization of 
railroads, and country-wide extension of the television 
network—all, hopefully, to be financed by assistance 

from international entities, foreign governments, and 
firms. 








U.S. private investors, especially those willing to enter 
into mixed enterprises, should find the Bolivian business 
climate far more agreeable than at any time during the 
last three years and in many ways far more advantageous 
than in other member countries of the Andean Pact. 
Specific investment and export opportunities now exist 
within the Andean Pact of which Bolivia is an especially 
privileged member. Under the "Sectoral Program of In- 
dustrial Development for the Metal Working Industry", 
Bolivia has been assigned certain manufacturing activities. 
Other member countries have committed themselves not to 
provide preferential credit treatment, tariff, tax or 
exchange rate incentives; other state assistance or en- 


couragement to new investments in any of these activities 
until the end of 1987 in Colombia, Chile, and Pert and 


until 1982 in Ecuador. The manufacturing activities as- 
signed to Bolivia are: compressors (40 HP or over), 
pneumatic tools, threading tools, sinterized plates and 
rods, mechanical saws, three cone bits (without inserts) 
for oil well drilling, conical crushers, electrical 
switches (under 1,000 volts) and sealed absorption units. 


Bolivia recognizes that, in the mining and petroleum 
industries, export receipts are most likely to grow 

from increased production which, in turn, will require 
additional and more efficient machinery. Priority 
projects identified in medium and small mining are 
expected to require more than US$ 20 million in mining 
equipment. COMIBOL,the state mining corporation, is dis- 
cussing a loan of US$ 13,000,000 with the IDB to use as 
exploration funds to pay for mining exploration machinery 
and technical help. The Ministry of Mining, in behalf of 
COMIBOL, is negotiating a US$ 34,000,000 loan from the 
World Bank to obtain mining machinery and equipment to 
mine the Mutun iron mineral deposit. United Development 
Incorporated, UDI, based in Israel, signed a letter of 
intent with COMIBOL in which UDI would loan or arrange 
financing to COMIBOL up to US$ 100,000,000. This sum 
would be used by COMIBOL to explore and develop the 
southwestern mineral zone of Bolivia and includes financ- 
ing for mining machinery and working capital for mining 
operations. Officials of YPFB, the state petroleum 
company, talk of expenditures on the order of US$ 45 
million for expanding its refineries in Cochabamba and 
Santa Cruz, and US$ 40 million for exploration and 


development of new fields. At least seven foreign oil 
companies thus far have expressed interest in beginning 
operations here. 


Although agriculture suffered a setback in 1972 mainly 

due to the vicissitudes of nature, optimism remains high. 
Cotton growers still expect to more than triple the 

US$ 10 million cotton crop by 1975. Neighboring countries 
show no signs of decreasing their demand for Bolivian 
beef. There appears to be a growing awareness of the 

need for and benefits to be derived from the application 
of the highest agricultural technology, including crop 
spraying, seed selection and treatment, crop rotation, 
and irrigation. 


Other areas in which import demand should continue to grow 
include communications equipment, to meet pressures for 


better telephone communications and as a result of plans 

to make television service nation-wide; food products and 
packaging, reflecting the increasing importance being given 
to agriculture and cattle raising; and aircraft and spares, 
in response to the reality that air transportation is the 
most efficient means of transport in much of Bolivia. 
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